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TO OUR SHAREHOLDERS: 


You will be pleased to know that substan¬ 
tial progress was made by the Company 
during the past year in all markets through¬ 
out the world where our products are sold. 

Net sales, totaling $242,410,406 on a con¬ 
solidated basis, were 10% higher than they 
were for the year 1958. Net earnings from 
world-wide operations rose 4% over the 
previous year to a total of $19,327,440. 
After deducting Preferred dividends, our 
net earnings per share of Common Stock 
were $2.12, as compared to $2.04 in 1958. 

Dividends on both Common and Pre¬ 
ferred Stock totaled $10,230,487, which 
represents an increase of $908,544 over 
1958. In addition to regular quarterly divi¬ 
dends, we were able to add a year-end extra 
dividend of 10^, which brought the total 
per share of Common Stock to $1.10, as 
compared to $1.00 in 1958. 

We expect to continue our policy of pay¬ 
ing in the area of 50% of our net earnings 
in dividends, using the balance for in¬ 
creased working capital and the further 
expansion of our business. During the past 
five years, we paid a total of $41,956,266, 
or 50% of net earnings, in Preferred and 


Common Stock cash dividends. During 
the same period, we reinvested $47,134,771 
in new facilities and equipment. 

In February, the Board of Directors au¬ 
thorized the Company to apply for a list¬ 
ing of the Common Stock on the New 
York Stock Exchange. The Company’s re¬ 
quest was accepted by the Exchange and 
trading began on May 12. 

In the latter part of April, a group of 
Kellogg representatives, including mem¬ 
bers of the Board, made the trip from 
Battle Creek to Memphis to participate in 
the dedication ceremonies held at our new 
plant. Many of our good customers and 
regional suppliers came to the plant for 
the event. We are pleased with the progress 
that has been made since the first carload 
of cereal was shipped from this plant on 
January 6 last year. 

During April, we also opened another in¬ 
stallation in Europe. This one is located in 
Oslo, Norway. It is directly affiliated with 
Kellogg Company of Great Britain and 
represents the sixteenth production unit to 
become part of our network of plants and 
branch installations around the world. 


KELLOGG COMPANY, BATTLE CREEK, MICHIGAN 


Improvement projects at our plants in 
Canada, England and Australia, as well as 
those in Omaha, San Leandro and Battle 
Creek, were accelerated in 1959. We also 
went ahead with plans for the addition of 
branch installations in Colombia, Switzer¬ 
land and Finland. These installations will 
soon be ready for operation. Last year, we 
spent $9,406,719 for new facilities and 
the replacement or addition of equipment. 
This year, we estimate that our replace¬ 
ment and expansion projects will require 
$ 8 , 000 , 000 . 

Two more new products—Kellogg’s Con¬ 
centrate and Kellogg’s OKs—were intro¬ 
duced throughout the United States during 
1959. In line with our plans to expand 
markets for existing products we launched 
Sugar Smacks in Canada and Special K in 
Great Britain. We also began marketing 
Kellogg’s Coco Pops, Kellogg’s Corn 
Flake Crumbs and Kellogg’s Variety in 
Australia. 

All of the products in our line are subject¬ 
ed to intensive, continuing research. We 
consider it most important to develop new 
products of the highest quality. We also 
seek to apply the advantages of the latest 
technological developments in our efforts 



The New Memphis, Tennessee Plant 


to increase the production and distribution 
of our products in both domestic and 
world markets. 

In the ten years beginning with 1950, con¬ 
solidated net sales increased 128%. Con¬ 
solidated net earnings for the same period 
increased 92%. During no other decade 
has the Company introduced so many suc¬ 
cessful products or initiated production at 
so many new facilities. 

As always, our primary goal is to derive 
satisfactory earnings from increased sales. 
The new decade ahead of us looks very 
promising and I continue to have great 
faith in our products and the ability of the 
many people associated with Kellogg’s. 


Sincerely, 



L. C. Roll 
President 




CONSOLIDATED BALANCE SHEET 

DECEMBER 31, 1959 and 1958 


CURRENT ASSETS: 

Cash. 

United States and Canadian Government Securities, at approximate 

cost and market. 

Accounts Receivable, less allowance of $140,745 in 1959 and 

$138,787 in 1958 for doubtful accounts. 

Inventories at Lower of Cost (first-in; first-out) or Market .... 

Advertising materials and prepaid expenses. 

Total Current Assets. 


PROPERTY, PLANT AND EQUIPMENT, at cost: 

Land. 

Buildings. 

Machinery and Equipment. 

Construction in progress. 


Less accumulated depreciation 


PATENTS, TRADE-MARKS AND GOODWILL 


1959 

1958 

$ 10,519,647 

$ 15,687,439 

19,193,336 

14,000,000 

8,217,553 

21,384,734 

4,754,967 

7,283,896 

19,643,006 

3,940,036 

$ 64,070,237 

$ 60,554,377 

$ 1,158,892 
23,857,844 
63,254,221 
2,036,519 

$ 1,077,897 
22,428,223 
55,583,129 
3,373,895 

$ 90,307,476 

$ 82,463,144 

33,667,194 

29,429,504 

$ 56,640,282 

$ 53,033,640 

1 

1 

$120,710,520 

$113,588,018 


NOTES TO FINANCIAL STATEMENTS 1. Assets and liabilities, except properties, of the wholly-owned subsidiary companies 
in Canada, England, Australia, South Africa and Mexico are included in the consolidated balance sheet at the approximate rates of exchange 
prevailing at December 31, 1959 and 1958. Income and expenses, except depreciation, are included at the approximate average rates during the 
year. Properties and depreciation are included at exchange rates related to dates of acquisitions. Adjustments resulting from the translation of 
foreign currency into United States currency are included in the statement of income. Substantially all of the earnings of the foreign subsidiaries 
for the two years have been received by the parent company in dividends. 

2. Inventories at December 31, 1959 include raw materials and supplies $14,158,482 and finished products and materials in process 
$7,226,252 compared with $12,926,634 and $6,716,372 at December 31, 1958. 

3. The parent company’s income taxes were reduced in 1959 (retroactive to 1958) by the use of the declining-balance depreciation method 
for income tax purposes. An amount equal to the tax reduction was added to the allowance for depreciation with the result that this change in 
the method of computing and recording depreciation had no effect on net income for either 1959 or 1958. Amounts for 1958 have been reclassi¬ 
fied for comparison. 
























MICHIGAN 


KELLOGG COMPANY, BATTLE CREEK, 

AND SUBSIDIARY COMPANIES 


CURRENT LIABILITIES: 

Loans Payable— due within one year. 

Accounts Payable— trade. 

Miscellaneous Accounts Payable and Accrued Expenses . . . . 

Taxes Other Than Income Taxes. 

Estimated United States and Foreign Taxes on Income. 

Total Current Liabilities. 

TERM LOAN — due after one year 


CAPITAL AND RETAINED EARNINGS: 

3*4% Cumulative Preferred Stock of $100 Par Value— 

Authorized and issued— 

138,013 shares in 1959 and 141,763 shares in 1958 .... 

Common Stock of $.50 Par Value— 

Authorized 9,000,000 shares; issued 8,888,850 shares in 1959 and 

8,875,770 shares in 1958 . 

Other Capital. 

Retained Earnings Used in the Business. 

Cost of Preferred Stock Held in Treasury— 7,105 shares in 1959 
and 10,074 shares in 1958 . 


1959 

1958 

$ — 

$ 561,600 

8,900,235 

9,396,218 

3,522,060 

3,457,646 

1,478,660 

1,241,117 

14,497,667 

14,834,987 

$ 28,398,622 

$ 29,491,568 


1,000,000 

$ 13,801,300 

$ 14,176,300 

4,444,425 

4,437,885 

3,081,732 

2,897,833 

71,597,660 

62,500,707 

$ 92,925,117 

$ 84,012,725 

613,219 

916,275 

$ 92,311,898 

$ 83,096,450 

$120,710,520 

$113,588,018 


4. The 3 Vi% Cumulative Preferred Stock is entitled to the benefit of a purchase fund which requires the company to set apart out of net 
income, after deducting dividends on the preferred stock, each year an amount of cash sufficient to purchase 3,750 shares of preferred stock at 
prices varying from $102 in 1959 to $100 a share after 1975. Any amount in the purchase fund not so expended in any year shall revert to the 
corporation. In lieu of setting apart cash for any purchase fund instalment the company may apply shares of preferred stock purchased, at the 
maximum current price per share, as the equivalent of cash. Preferred shares may be redeemed at prices varying from $103 in 1960 to $100 a 
share in 1985. So long as any of the preferred stock is outstanding no cash dividends shall be declared or paid on the common stock which would 
reduce consolidated surplus (capital and earned) below $10,000,000. In 1959, 3,750 shares of preferred stock purchased in prior years at a cost 
of $367,178 were retired in compliance with the purchase fund requirements ($7,822 excess of par over cost added to other capital). 

5. At December 31, 1959 and 1958, options to purchase 81,000 and 94,720 shares, respectively, of common stock, at prices of $10.94, 
$15.35 and $15.73 per share (85% of the market value at dates of grant) were held by certain officers and employees of the Company under the 
Stock Option Plan approved by stockholders in 1953. During 1959, options for 13,080 shares were exercised and options for 640 shares were 
cancelled. The options are exercisable during a nine-year period beginning one year from date of grant. At December 31, 1959 options for 
17,370 shares were exercisable. The excess of market value at dates of grant over par value of shares exercised ($176,077 in 1959) has been added 
to other capital. At December 31, 1959 and 1958, options for 30,150 and 29,510 shares, respectively, were available for future grants. 

























KELLOGG COMPANY, BATTLE CREEK, MICHIGAN 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


Sales, Less Returns and Allowances 
Interest and Miscellaneous Income . 


Costs and Expenses: 

Cost of goods sold. 

Selling, general and administrative expenses 
Depreciation. 


Earnings before Taxes on Income. 

Estimated United States and Foreign Taxes on Income. 

Earnings for the Year. 

Cash Dividends Declared: 

On 3 l /i% Cumulative Preferred Stock—$3.50 a share. 

On Common Stock—$1.10 a share in 1959 and $1.00 a share in 1958 
Par Value of 4,432,725 shares of common stock distributed to stock¬ 
holders at the rate of one share for each share held. 

Retained Earnings Used in the Business: 

At beginning of year. 

At end of year. 


1959 

1958 

$ 242,410,406 

$ 219,997,523 

710,247 

647,972 

$ 243,120,653 

$ 220,645,495 

$ 141,311,403 

$ 128,563,996 

57,651,758 

50,305,468 

5,130,052 

4,082,542 

$ 204,093,213 

$ 182,952,006 

$ 39,027,440 

$ 37,693,489 

19,700,000 

19,100,000 

$ 19,327,440 

$ 18,593,489 

(459,628) 

(463,887) 

(9,770,859) 

(8,858,056) 

— 

(2,216,363) 

62,500,707 

55,445,524 

$ 71,597,660 

$ 62,500,707 


SEE NOTES TO FINANCIAL STATEMENTS 


ACCOUNTANTS’ CERTIFICATE 

Price Waterhouse 8c Co. battle creek 

To the Board of Directors of February 29, 1960 

Kellogg Company: 

In our opinion, the accompanying statements present fairly the consolidated financial position of 
Kellogg Company and its subsidiaries at December 31, 1959 and the results of their operations for the 
year, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. Our examination of these statements was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 



Certified Public Accountants 



























CONSOLIDATED FINANCIAL HIGHLIGHTS 



1959 

1958 

1957 

1956 

1955 

NET SALES 

$242,410,406 

$219,997,523 

$213,237,584 

$201,674,678 

$182,094,188 

% Increase over previous 
year. 

10% 

3% 

6% 

11% 

7% 

EARNINGS BEFORE 

TAXES 

39,027,440 

37,693,489 

35,382,209 

30,879,734 

27,582,205 

U.S. AND FOREIGN 

INCOME TAXES 

19,700,000 

19,100,000 

18,300,000 

15,800,000 

13,800,000 

*Per share of Common Stock . 

2.22 

2.15 

2.07 

1.79 

1.56% 

NET EARNINGS AFTER 

TAXES 

19,327,440 

18,593,489 

17,082,209 

15,079,734 

13,782,205 

% Increase over previous 
year. 

4% 

9% 

13% 

9% 

9% 

*Per share of Common Stock . 

2.12 

2.04 

1.88 

1.65 

1.50% 

CASH DIVIDENDS: 






On 3Vi% Preferred Stock . . 

459,628 

463,887 

469,450 

476,408 

481,921 

On Common Stock .... 

9,770,859 

8,858,056 

7,736,570 

6,624,051 

6,615,436 

*Per share of Common Stock . 

1.10 

1.00 

.87% 

.75 

.75 

RETAINED EARNINGS 

9,096,953 

9,271,546 

8,876,189 

7,979,275 

6,684,848 

EXPENDITURES ON 

PLANT 

9,406,719 

17,111,406 

6,863,750 

7,335,536 

6,417,360 

DEPRECIATION AND 

AMORTIZATION 

5,130,052 

4,082,542 

3,478,380 

3,187,354 

2,871,609 


NET WORKING CAPITAL 

35,671,615 

31,062,809 

34,498,174 

28,900,114 

24,270,848 

CURRENT RATIO 

2.3 to 1 

2.1 to 1 

2.2 to 1 

2.2 to 1 

2.1 to 1 

COMMON STOCK¬ 
HOLDERS’EQUITY 

79,123,817 

69,836,425 

60,106,419 

51,118,709 

42,974,062 

NUMBER OF COMMON 

STOCKHOLDERS 

8,128 

7,949 

7,739 

7,294 

7,507 


* Adjusted to give effect to 100% stock distribution in December , 1958. 
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NEW PRODUCT 


The year 1959 saw the introduction of two new Kellogg 
products . . . Concentrate and OKs. Both are the result of 
intensive scientific and marketing research. And both are 
now well on their way toward establishing themselves as 
important additions to the Kellogg Line. 

Kellogg’s Concentrate is a new kind of food . . . actually a 
new dimension in nutrition. It is an outstanding example of 
what Kellogg scientists, working hand-in-hand with top 
university scientists, can develop in this all-important field 
of nutritious, convenience foods. Many years were required, 
but the result is the greatest concentration of nutrients ever 
offered in a single all-purpose food. 

Such a product makes for many strong nutritional claims. 
So when consumers read and heard that Concentrate pro¬ 
vides ... “40% high quality protein, the kind you get in milk, 
meat and eggs, and contains many important vitamins and 
minerals” and “although it is high in nutrients, it is low in 
fat” and “it is by far the most nutritious cereal you can pour 
into a bowl” and that “it is nutritionally ideal for fortifying 
almost any other food, whether you use it in meat and fish 
loaves or patties, waffles, etc.—or sprinkle it on casseroles, 
soups, salads, vegetables and desserts” . . . they responded 
as health and diet conscious people should. Important, too 
—it tastes good. 

First introduced in west coast test markets early last year, 
countrywide distribution was begun, market by market, in 
the early Fall. Today, the sparkling gold foil package with 
the big red “C” on it may be purchased any place in the 
U.S.—and it is being purchased in quantities exceeding our 
highest estimates. 




DEVELOPMENT 


The O is for oats, the K is for Kellogg’s. 

With the introduction of Kellogg’s OKs in the early Fall 
of 1959, the Kellogg family of cereals for the first time in¬ 
cluded products made from all four of the major grains— 
com, wheat, rice, oats. OKs is an extruded oat product in 
the form of attractive Os and Ks. To formulate a cereal 
with all of OKs’fine qualities and develop means for form¬ 
ing it into these distinctive, delicate shapes took real scien¬ 
tific and production know-how. The installation of special 
processing machinery, in a new plant addition, was only the 
beginning. Operating this machinery to turn out a product 
that would meet Kellogg’s high standards is a story of true 
devotion. But the Kellogg team did it again. 

By the end of the year this Brawny New Oat Cereal was 
rolling off the lines and onto breakfast tables across the 
nation. Big Otis, its hardy Scot spokesman, had announced 
its arrival by proclaiming that here is a “Bright new break¬ 
fast for lads and lassies—from good whole oats that are 
new in form, new in flavor—OK all the way.” 

While our appeal is directed largely at the juvenile market— 
for research shows that youngsters should be the biggest 
consumers—adults, too, are taking to OKs. Advertising 
stresses the fact that oats are nature’s highest protein grain— 
that Scottish Highlanders, like Big Otis, ate a whole oat 
cereal to give them the energy they needed to fight their 
battles. 

Kellogg’s OKs enters 1960 with nationwide distribution 
and the promise of becoming another great Kellogg leader. 



J 















